Section 2 ® Overview of Our Business / Procurement MD Interview

A first for the restaurant industry!

Acquired the ISO 20400 certification, the

international standard for sustainable
procurement

‘hrough our ISO 20400
certification, we will

strengthen our transparency
2 i
¢ and accountability

A

Il Is ISO 20400 necessary in the first place?

| see a major benefit for Skylark Group in
enhancement of brand value.

ISO 20400 is an international standard for sustainable
procurement. It is a guideline for evaluating and improving
procurement processes from the perspective of sustainability. By
complying with these guidelines, Skylark Group is able to show
itself as actively engaged in efficient and ethical procurement
while minimizing social and environmental impacts. Specific
benefits include enhancement of market competitiveness,
strengthening of risk management, cost reductions, efficiency
improvement, and enhancement of our corporate image and
brand value.

Three years ago, we considered obtaining certification for
ISO 20400, which had been established in 2017. At the time,
though, even reading manuals left us unsure of what exactly
to do, and we had no precedents to refer to. As the COVID-19
pandemic prevented us from going overseas, from among the
4,600 items and about 300 business partners handled by the
Procurement Division, we decided on a trial for the procurement
of a single item that could be handled entirely within Japan:
shark fin. Starting from advance preparation, we were able
to obtain certification in about half a year. Following a one-
year preparation period for all other ingredient categories, we
obtained certification for the remaining food ingredients last year.
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Benefits of ISO 20400 certification

(1) Enhancement of market competitiveness

As customers and business partners who place importance

on sustainability tend to prioritize transactions with ISO 20400
certified companies, our certification will boost our competitiveness
in the market.

(2) Strengthening of risk management

By improving our procurement process under the ISO 20400
framework, we are able to minimize our impacts on the
environment and society and thereby reduce legal risks and
impacts on our image, ensuring the sustainability of our business.

(3) Cost reduction and improvement of efficiency

Promoting efforts such as the efficient use of resources and
reduction of wastes allows us to reduce our procurement costs
and enhance efficiency. Placing an emphasis on sustainability
enhances transparency and trustworthiness in the supply chain,
facilitating the early detection and resolution of problems.

(4) Enhancement of our corporate image and brand value
Obtaining 1ISO20400 certification is an important means of
demonstrating our company’s social responsibility. It earns trust
from customers and stakeholders and enhances our brand value.

I What improvements will ISO 20400 bring about?

ISO 20400 is a guideline for promoting
sustainability throughout procurement.

Amid the globalization of ingredient procurement, there is
no denying the potential for harm in the form of low wages,
occupational accidents, disregard for human rights, and so on
due to overemphasis on economic aspects of QCD (quality, cost,
and delivery time). There is also a possibility of ill effects spilling
over onto second-tier and third-tier subcontracted producers.
Ignoring these problems, viewing them as matters belonging not
to us but to suppliers with which we have no capital relationship,
is no longer a valid way of thinking. Today, companies’
responsibilities are subject to strict scrutiny. Unfortunately, there
are serious problems in a number of industries, including the
apparel industry, electronic equipment contract production
(EMS) in the IT industry, child labor used in shrimp farming in the
food industry, and forced labor used in deep-sea fishing.

Conventional RBA*' audits and Sedex’s SMETA audits*?
focused on the practice of ethics, social responsibility, and
working conditions. By contrast, ISO 20400 is a guideline for
promoting sustainability throughout procurement. Following this
guideline, companies are able to conduct effective procurement
while minimizing impacts on society and the environment.
Specific key points are commitment to sustainability,
improvement of the supply chain, minimization of impacts, and
the building of relationships of trust.

*1 RBA (Responsible Business Alliance)
In the electronic equipment industry supply chain, the working environment is safe and

workers are treated with respect and dignity. Standards are also specified to make clear
that manufacturing processes are responsible for their environmental impacts.

*2 Sedex’s SMETA audit

This audit scheme was formulated for the purposes of improving corporate ethics in
global supply chains and of lessening the burden of repeated audits and certifications
on business partners. Leading retail and food companies around the world participate
in the scheme.

Expected benefits of ISO 20400 certification

(1) Strengthening of commitment to sustainability:
Companies must demonstrate an active commitment to
sustainable procurement and must consider their impacts on
society and the environment.

(2) Improvement of supply chain management:

Under ISO 20400, companies evaluate procurement processes
from a supply chain management perspective and promote
sustainable improvement.

(8) Minimization of impacts on society and the environment:
Companies assess, and work to minimize, the impacts of
procurement activities on society and the environment.

(4) Creation of relationships of trust with stakeholders:
Through ISO 20400 certification, companies can earn the trust of
stakeholders and increase their brand value.

Can this certification also solve issues such as

human rights issues in supply chain management?

The building of transparent and cooperative
relationships among suppliers is vital in
solving human rights issues.

ISO 20400 calls for the performance of due diligence to resolve
human rights issues in the supply chain. In the selection and

evaluation of suppliers, companies must evaluate human rights-
related risks in detail and enact appropriate countermeasures.

In order to do so, it is vital that we build transparent and
cooperative relationships between ourselves and suppliers. |
also believe that we need to share concerns about human rights
issues, working conditions, and other matters, and jointly seek
solutions, through communication with suppliers.

Skylark Group has established CSR Procurement Guidelines
that we share among the Group as issues to tackle together
with business partners under our procurement policy. With the
acquisition of ISO 20400 certification, though, we have to go a
step further into the area of our basic stance toward human rights
and labor practices. As educating buyers about ISO 20400 is
naturally important, we have held numerous study sessions and
workshops. I've heard comments from participants that they’'ve
gained confidence through sessions. | see considerable positives
in our certification. There has also been a good response from
our trading partners, who have reported enhancements to their
own social trust and creditworthiness through doing business
with Skylark Group.

P For details about our relationships with business partners,

see [IHEEESIEN -

What is the relationship between the company’s
Purpose and supply chain management?

We aim to achieve sustainable procurement
while protecting human rights throughout
our supply chain.

Skylark Group’s Purpose, “To contribute to enriching people’s
lives and to the advancement of society as a whole by creating
the future of dining,” is an important guideline that points
to an ideal form for supply chain management. Our Purpose
shows that Skylark Group pursues sustainability through its
corporate activities and fulfills its responsibilities to society. With
customers’ interest in sustainable ingredients now growing,
we believe that demand for certified ingredients will trend
upward. However, certified ingredients can be expensive due
to the extra work required for certification. Taking social risks
into consideration, however, ISO 20400 certification allows us
to procure sustainable ingredients, which enables the stable
procurement of ingredients without excessive increases in cost.
Because of this, | believe that we will inevitably be able to clearly
differentiate ourselves from competitors in the industry and
boost our competitive advantage.

Toward that end, we will build cooperative relationships with
suppliers of all sizes, support sustainable business practices,
strengthen transparency and accountability, and promote the
practice of sustainability. Through this, we will work to achieve
sustainable procurement while protecting the human rights of
employees throughout the supply chain.

“How are things going?” This is how our vegetable buyers
greet producers. How’s the crop coming along, how’s the
producer’s health, how’s the weather? We place importance
on the developing buyers who can build relationships that
let producers trust us and readily associate with us. This is a
future challenge for the Procurement Division. We will take
our time, solidly face forward, and aim to achieve sustainable
procurement.
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